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our cover: 

Behind the Company's distinctive corporate symbol 
are products and symbols representing the four 
major groups that make up our business. 

• Quaker Oats, Life cereal, Aunt Jemima Frozen 
Waffles, Ken-L Ration Burger dog food and Puss 'n 
Boots cat food from the Grocery Products Group; 

• Presidente Chocolate bar (Mexico) and Sugar Puffs 
cereal (United Kingdom) from the International 
Grocery Products Group; 

• the new Change-A-Record Music Box from 
Fisher-Price Toys; 

• Burry's Best, and The Magic Pan and 
Chemicals Division symbols from the 
Industrial and Institutional Products Group. 







financial summary 

year ended June 30 

Net sales 

Income before income taxes 
Income taxes 

Income before extraordinary charge 

Extraordinary charge 

Net income 

Preferred dividends 

Common dividends 

Earnings reinvested during the year 

Income before income taxes 
Income taxes 

Income before extraordinary charge 
Extraordinary charge 
Net income 
Dividends declared 

Net current assets (working capital) 
Property, plant and equipment (net) 
Other assets 

Long-term debt and preferred stock 
Deferred income taxes 
Common shareholders’ equity 


1971 1970 


thousands of dollars 


$678,732 

$597,652 

58,641 

55,552 

28,576 

27,409 

30,065 

28,143 

5,886 

— 

24,179 

28,143 

490 

490 

12,636 

11,737 

11,053 

15,916 


per common share 


$4.60 

$4.40 

2.26 

2.19 

2.34 

2.21 

.47 

— 

1.87 

2.21 

1.00 

.94 


thousands of dollars 


$108,470 

$ 89,901 

198,471 

179,732 

33,499 

31,205 

103,454 

76,110 

15,404 

16,931 

221,582 

207,797 


% 

INCREASE 

(DECREASE) 

13.6 

5.6 

4.3 
6.8 

(14.1) 

7.7 
(30.6) 

4.5 
3.2 
5.9 

(15.4) 

6.4 

20.7 
10.4 

7.4 
35.9 
(9.0) 

6.6 











consolidated sales growth by operating groups 

adjusted to exclude divested businesses 
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* Ten months after acquisition by Quaker. 
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to all Quaker 
shareholders: 


Robert D. Stuart, Jr. 



The year ended June 30, 1971 
was one of substantial progress 
for our Company, with good 
results for the twelve months 
and changes that establish new 
opportunities for the future. 

It was a year of investment 
and development. 

sales 

Sales reached an all-time high of 
$678,732,000, which is 13.6 percent 
ahead of the previous fiscal year. 
Business was highly competitive 
and marked by difficulties in many 
segments of the world economy. 

In this environment, most of our 
major grocery products in the U.S. 
achieved new-high market shares, 
the Fisher-Price Toy Division 
substantially outpaced its industry, 
the Chemicals Division showed 
excellent growth, and our 
diversification continued. 

earnings 

Earnings before an extraordinary 
charge also were at an all-time high, 
amounting to $30,065,000, or 
$2.34 a common share. 

Earnings of the Grocery Products 
Group alone, while substantial, 
were disappointing for several 
reasons discussed on page 6. 
Fisher-Price made an excellent 
increased contribution to profits. 

The Burry Division turned 
around substantially, and our 
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newly acquired La Azteca operations 
in Mexico performed very well. 

Earnings after the extraordinary 
charge were $24,179,000, or 
$1.87 a share. The extraordinary 
charge of $5,886,000, or 
47 cents a common share, 
resulted from the decision to 
close a number of plants, most 
of them small and relatively old. 

The charge reflects provision 
for estimated losses and termination 
costs, after anticipated tax recoveries. 
These closings were part of a 
corporate-wide cost-reduction 
program to concentrate production 
at fewer, more modern and 
efficient facilities. Exceptional 
efforts were made to assist the 
employees who were affected. 

Although this plant closing program 
involved difficult decisions, 
it should have a favorable impact 
on future costs. 

bond issue 

To provide for growth and 
anticipated financial needs of the 
future, the Company sold 
$50 million of 7.70 percent, 30-year 
sinking fund debentures at year-end. 
Part of the proceeds was used 
to repay borrowings incurred 
in the purchase of Fisher-Price 
Toys and Fabrica de Chocolates 
La Azteca. The balance has 
been added to general funds 
to finance new capital investment 
and future working capital needs 
for our expanding businesses. 


financial objectives 

Strong emphasis on planning and 
heavy investment during 
fiscal 1971 have strengthened 
our ability to accomplish 
our financial objective of 
improving per-share earnings 
an average of at least 10 percent 
over any five-year period — 
an objective we have achieved 
over the past five years. 

To be sure, there are 
uncertainties, among them the 
impact of the new economic policies 
of the U.S. Government. 

Our ability to attain our financial 
objectives obviously will depend 
on a strong and stable world 
economy and fair administration 
of any governmental economic 
control programs. A lessening 
of the rate of inflation and 
a stabilization of international 
economies will be of benefit 
to everyone. 
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new profit center management 

Our Company — highly centralized 
since its founding — was 
divisionalized during the year 
into a number of profit centers, 
each with greater flexibility 
to manage existing businesses 
and realize new opportunities. 

This Annual Report is organized 
to reflect these changes. 

There are now four principal 
operating groups, each headed 
by a Group Vice President, 
and each consisting of one or 
more divisional profit centers. 

In addition, a strong corporate staff, 
led by two Senior Vice Presidents, 
provides corporate control and 
assistance to the profit centers. 

Organizational changes occur 
frequently in corporations, 
but we believe — after many years 
of good growth with a centralized 
structure — that our new 
organization is well suited for 
our continued progress. It is a 
strong realignment that will 
enable us to manage effectively 
our increasingly broad and 
diversified businesses. 


people 

As reported to shareholders in the 
first interim report, Donold B. Lourie 
retired as Chairman of the Board 
of Directors early in the fiscal year. 
Mr. Lourie is an admired and 
deeply respected leader who served 
both our Company and our nation 
with distinction for 48 years. 

One of our strongest assets 
is the exceptional loyalty of 
Quaker employees. There are now 
some 15,300 of them throughout 
the world. It is our continuing 
objective to strengthen and 
further develop the full potential 
of our people. 

I believe our Company is well 
positioned on the basis of past 
accomplishments and future plans 
to achieve the purposes we have set 
for ourselves: a good return for our 
shareholders, rewarding work for 
our people, and a meaningful 
contribution to society. 


Robert D. Stuart, Jr. 
President and 
Chief Executive Officer 


September 15, 1971 
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grocery products group 


Under the Company's divisionaliza¬ 
tion, all grocery products marketed 
in the United States, except Burry, 
are the responsibility of the 
Grocery Products Group, under the 
leadership of Kenneth Mason, Group 
Vice President. The Quaker Oats 
Company of Canada, Limited, also 
is included in this Group, because 
of the similarity of many U. S. 
and Canadian products. The Grocery 
Products Group accounted for 63 
percent of total sales in the 1971 
fiscal year, and continued to be 
our largest source of earnings. 

Grocery Products Group sales were 
up about ten percent over last year, 
and the basic strength of the 
business was reflected in new-high 
market shares for most of our 
major products. Profit contribution, 
however, was lower as the 
result of introductory expenses on 
several new products; generally 
higher operating costs, including 
those resulting from the corn blight; 
and lower-than-expected market 
growth in some product areas. 

Fiscal 1971 was a year of 
investment in the future 
of the Grocery Products Group. 
Research and development and 
capital expenditures both increased 
substantially. The decisions to con¬ 
centrate production in larger, more 
modern facilities should effect 
operating efficiencies during the 
coming years. 

We are concentrating our research 
and marketing efforts only on those 
products that offer distinctive and 
readily discernible consumer benefits. 
This may lower somewhat the rate 
of new product introductions, but it 
will result in better and more 
permanent profitability for those new 
products that are successfully 
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developed and marketed. Products of 
distinctive consumer value are the 
basis on which the Company built its 
great brand franchises, and we 
believe they will be the sound basis 
for future development also. 

pet foods division 

Pet foods represented the largest 
sales volume within the Grocery 
Products Group. In a year when 
consumer spending was increasingly 
selective, our pet foods business 
continued to achieve sound, 
profitable growth and outpaced the 
industry. Sales in fiscal 1971 were 


Kenneth Mason , Grocery Products 
Group Vice President; 

Robert 0 . Nesheim, Vice President — 
Research and Development; and 
Henry T. Chandler , Vice President — 
Sales and Distribution . 




about 16 percent ahead of last year, 
which is consistent with the good 
growth trend experienced over the 
past several years. 

Two new flavors of Puss ’n Boots 
maintenance cat foods were suc¬ 
cessfully introduced in October. 

Semi-moist dog foods have expe¬ 
rienced rapid sales increases, due 
in large measure to the convenience 
of the products and the simplicity 
and disposability of their packaging. 
Sophisticated manufacturing tech¬ 
nology is a key factor in the success 


7 













grocery products 
continued 


of Ken-L Ration Burger and Ken-L 
Ration Special Cuts, which reached 
all-time highs in sales and market 
share during fiscal 1971. 

Initial limited marketing of a new 
group semi-moist product, Ken-L Ration 

Cheese Flavored Burger, was 
successful, and distribution is now 
being expanded across the country — 
a situation made possible by recent 
additions to manufacturing capacity. 
Ken-L Ration maintenance products 
— the original and basic canned 
dog food — have held firm in the 
face of expanded sales of the new 
semi-moist products, indicating that 
the latter is mostly “plus” business. 


Lawrence C. Burns, Vice President and 
General Manager — Pet Foods , and 
Jack M. Young , Director — Marketing 
Services. 
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cereals division 

Our ready-to-eat cereal sales were 
up about six percent over last year, 
considerably ahead of industry per¬ 
formance. However, lower-than- 
forecasted sales and substantial cost 
increases, including those involved 
in launching King Vitaman and 
Cap’n Crunch’s Peanut Butter cereals, 
significantly reduced profit 
contribution. 

Hot cereal sales were up three 
percent. This relatively mature 
business has benefited materially in 
recent years from the development 
of the highly successful line of 
Quaker Instant Oatmeal, which now 
includes the basic product and five 
flavored varieties. Dates and Brown 

William D. Smithburg , General 
Manager — Cereals , and Samuel T. 
Gentles , Vice President and General 
Manager — Frozen Foods , Mixes 
and Corn Products . 


Sugar, which was added early last 
year, is the first of these varieties 
that did not have high consumer 
acceptance and consequently ad¬ 
versely affected results in fiscal 
1971. Chocolate Instant Oatmeal is 
currently being introduced, however, 
and we expect continued profitable 
growth from these convenience 
products. 

The public interest in nutrition is 
beneficial to the oatmeal business 
because of the naturally high nutri¬ 
tional quality of Quaker Oats. 

frozen foods, mixes and 
corn products division 

Sales in this division were up 
about eight percent, and particularly 
good increases were achieved in the 
frozen products lines. Although the 
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grocery products group 
continued 

base in the latter area is relatively 
small compared with other Quaker 
product lines, fiscal 1971 frozen 
food sales were three times what 
they were in fiscal 1967, and are 
expected to account for a signifi¬ 
cantly larger volume by the end of 
the 1972 fiscal year. The new and 
technologically advanced frozen food 
manufacturing facilities now going 
on stream at Jackson, Tennessee, 
will provide important production 
to serve this increasing demand. 

Aunt Jemima Frozen Waffle sales 
continue to grow in their market¬ 
leading position. Aunt Jemima 
Frozen French Toast, after being 
marketed successfully on a limited 
basis in the northeastern 
United States, is now being 
distributed throughout the country. 

Celeste products, our line of 
Italian frozen foods, were extended 
into regional markets and will 
undergo a sizable market expansion 
in fiscal 1972. 

Continuing strong promotion of 
Aunt Jemima Pancake Mix resulted 
in an all-time high share of market 
in this large and important basic 
business. 

A market introduction of Quaker 
Instant Grits was completed suc¬ 
cessfully in the South, where grits 
consumption is highest. 


The Quaker Oats Company of Canada 

Sales of The Quaker Oats Company 
of Canada during fiscal 1971 were 
up about 17 percent. 

The Canadian pet food business 
continues strong, with Puss ’n Boots 
products making a particularly good 
showing. Improved profitability of 
pet foods is expected from the 
closing of the Streetsville, Ontario, 
plant. Its operations were consoli¬ 
dated with those at the substantially 
expanded and modernized pet food 
plant in Trenton, Ontario. 

Aunt Jemima Frozen Waffles were 
introduced in Canada during the 
year with good success, providing a 
strong base for the current intro¬ 
duction of Aunt Jemima Frozen 
French Toast. 

Profitability improvements in fiscal 
1972 are a particular objective of 
the Canadian business, which at 
year-end was reorganized to give 
substantial decentralized authority 
to our Canadian management. 

Frank J. Morgan , General Manager 
and H. Edward Miskiman , President , 
The Quaker Oats Company 
of Canada Limited . 
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grocery products group 
continued 

The Company is convinced that 
quality in communications to the 
general public is of significant 
importance along with quality 
in the manufacture, packaging 
and distribution of products. 

This holds true not only in televi¬ 
sion product commercials, for which 
Quaker has high standards, but in 
other communications that are 

communications 

presented to our principal audience: 
young families with children. 

We continue to explore the busi¬ 
ness of TV program production, 
through investments in programs of 
substance. For example, two televi¬ 
sion “specials” financed and spon¬ 
sored during the year— Say Goodbye 
and They've Killed President Lin - 
coin! — were part of the television 
season’s better programming. 

Our recent, relatively modest ven¬ 
ture into motion picture production, 
Willy Wonka and the Chocolate 
Factory , a full-length feature film 
financed by the Company, is now 
being shown around the country and 
internationally. It provides excellent 
entertainment values for children 
and parents alike — at a time when 
there is a dearth of all-family film 
entertainment. 

These communications are developed 
within carefully drawn guidelines 
to enhance Quaker’s interest as 
well as to serve the public. We 
believe they are good business. 
Research indicates a high degree of 
public interest in entertainment that 
also has intellectual value, as well 
as substantially increased memora¬ 
bility of quality commercial messages 
in such a context. 
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communications A A re-examination of events surrounding 

continued the assassination of Abraham Lincoln, 

Quaker's They've Killed President 
Lincoln! was authenticated by Pulitzer 
prize-winning Civil War historian 
Bruce Catton. The program, which 
uses contemporary documentary film 
techniques to recreate historical events, 
is scheduled for a network repeat 
during the coming season. 

Also, more than 65,000 copies of 
an information booklet were sent to 
viewers in response to Quaker's TV 
special Say Goodbye. The booklet 
provides at least a partial answer 
to the question, “What can I do to help 
prevent ecological disaster?” 

B Willy Wonka and the Chocolate Factory , 
the Quaker-financed, all-family feature 
film, was released to movie theaters 
nationwide in July, 1971. The film 
produced merchandising equities 
through which Quaker is testing entry 
into the candy business, using 
the Willy Wonka brand name. 

C The public good is advanced by 

commercials that emphasize nutritional 
education as well as product promotion. 
This one, used with Quaker television 
specials, told of man's centuries-old 
reliance on such basic grains as oats, 
rice and wheat, and underscored their 
function as sources of protein in the diet. 
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international 
grocery products 
group 


The International Grocery Products 
Group, headed by Augustin S. Hart, Jr., 
Group Vice President, is responsible 
for grocery products in all countries 
outside the United States and Canada. 

The most important accomplishment 
during the year was the acquisition, 
by our Mexican subsidiary, of 
Fabrica de Chocolates La Azteca, S.A., , 

on October 1, 1970. It is the 
leading manufacturer of chocolate 
products in Mexico, with annual 
sales of approximately $14 million. 

The enlarged Mexican subsidiary, 
which has assumed the name of 
the acquired company, now markets 
a wide range of chocolate beverages 
and confections, as well as the 
traditional lines of Quaker cereals 
and pancake and beverage mixes. 

It represents a promising 
diversification in the Company's 
international business. 


Augustin S. Hart , Jr. (r.), International 
Group Vice President , and Anthony J. 
Dimino , Vice President — Mexico. 



14 





















International Grocery Products 
benefitted from the La Azteca 
acquisition. Sales were up 22 percent, 
with profits up proportionately. 

In several subsidiaries, 
cost increases could not be offset 
because of price controls, and 
operating earnings were lower. 

The European pet food market 
continues to grow rapidly. 

We are currently involved in test 
introductions that could expand our 
participation, which has been 
concentrated largely in the United 
Kingdom, Scandinavia and Benelux. 

In Latin America, investments have 
been made in new approaches to 
traditional products with the hope that 
distinctive new consumer benefits will 
provide growth in sales and profits. 

We continue to seek new 
opportunities to take Quaker product 
lines and technology to other parts 
of the world, while consolidating 
the gains we've achieved in markets 
and businesses we're already in. 


Ronald G. Lagden, Managing Director 
of Quaker Oats Limited , the Company's 
subsidiary in the United Kingdom . 
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toys and 

recreational products 
group 


The Fisher-Price Toys Division 
is the foundation for expansion in 
the Toys and Recreational Products 
Group, headed by Frank C. Schell, Jr., 
Group Vice President. 

Fisher-Price, the leader in pre¬ 
school toys and a quality leader in 
its industry, had an outstanding 
year. Sales increased substantially 
over year-earlier figures, and 
established a new record for the 
40-year-old organization. Contribution 
to corporate profits also was up 
substantially, and reflected a full 
12 months, compared with ten 
months the previous year. 

The division makes a full line of 
toys for the pre-school market. 

Their reputation for safety, durability 
and quality is outstanding. In view 
of the present nationwide concern 
about the safety of toys marketed 
to small children, Fisher-Price's 

Frank C. Schell, Jr. (r), Toys and 
Recreational Products Group Vice 
President , and Henry H. Coords , 
President — Fisher-Price Toys Division. 
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traditional emphasis on extremely 
high standards has proved to be 
a substantial asset. 

A dozen new products were intro¬ 
duced at the February, 1971, Toy Fair, 
during which retail buyers made 
decisions affecting the toy market 
through Christmas, 1971. Particularly 
popular was the “Play Family 
School,” a continuation of the well- 
established Play Family series. 

The “Change-A-Record Music Box,” 
an exceptionally sturdy and 
innovative variation on a wind-up 
phonograph, and the “ATV Explorer,” 
a six-wheel riding toy, also have 
generated great interest and large 
numbers of orders. Many Fisher- 


Price toys are “classics” that 
generate substantial business year 
after year — a significant basic 
strength. 

Considerable expansion of facilities 
was undertaken during the fiscal year 
to assure adequate capacity for planned 
future growth. Staff additions, par¬ 
ticularly in research and development 
and engineering, were made to further 
enhance Fisher-Price's innovative 
capability in its existing lines and to 
explore new areas of opportunity. 


“Children At Play — Do Not Disturb /” 
Before being manufactured , these 
and all Fisher-Price toys were care¬ 
fully tested for safety and durability 
in the Division’s own fully licensed 
nursery school , where designers and a 
child psychologist observe new models 
in a natural play situation. 
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industrial and institutional 
products group 


The Industrial and Institutional 
Products Group, headed by 
Archibald McClure, 

Group Vice President, 

includes three diverse divisions: 

Chemicals, Burry and Restaurants. 

Group sales of $104 million were 
little changed from last year, reflecting 
a combination of increases in the 
Chemicals Division and a planned 
curtailment in the retail distribution 
of Burry products. Contribution 
to profits was well ahead, 
reflecting a continued fine 
contribution by Chemicals and 
good improvement in Burry. 

chemicals division 

Furan chemicals — furfural and 
furfural derivatives — are the 
principal products of the Chemicals 
Division. These are specialty chemicals 
made from agricultural by-products. 
They are used as additives in a 
wide range of applications, including 
petroleum products, foundry castings, 
plastics formulations, rubber, and 


Archibald McClure , Industrial and Institutional Products Group 
Vice President; Alan R. Ryan, General Manager — 

Burry and Institutional Products; and Frederick D. Montgomery , 
Vice President and General Manager — Restaurants . 
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plywood. The division manufactures 
and markets both domestically 
and abroad, primarily in Europe. 
Because of its proprietary technology, 
it enjoys a world-wide 
leadership position. 

Total sales of chemicals in fiscal 
1971 amounted to $38.7 million, up 
almost 17 percent from the pre¬ 
vious year. Gains in Europe were 
particularly important in achieving 
these results. Production facilities in 
the United Kingdom operated at 
record levels, and our newly expanded 
Antwerp, Belgium, plant also 
functioned at full capacity. 
Construction will begin soon on a new 
Belgian plant in Geel, on the Albert 
Canal near Antwerp, and should 
be contributing to profits in 1973. 

A strong factor in recent growth 
is foundry binder technology, a highly 
specialized area. The Chemicals 
Division became the licensee for 
North America, Brazil and Japan of 
a sand regenerator system. It affords 
foundries significant savings and 
operational improvements. Introduced 
in the U.S. late in the fiscal year, 
it has substantial growth potential. 

Burry division 

The Burry Division markets cookies 
and crackers to the grocery trade, 
institutional customers and ice cream 
specialty markets, and is one of the 
largest national manufacturers of 
Girl Scout cookies. 

As indicated, good improvement in 
results was made during fiscal 1971. 
This involved a significant redirection 
of business strategy during the year, 
a key change being the elimination 
of direct store delivery of Burry 
retail products. Other operating effi¬ 
ciencies effected included discontinu¬ 
ance of manufacturing at Buena Park, 


California, at year-end, with some 
resulting curtailments in distribution. 
The Burry plant at Elizabeth, New 
Jersey, now serves all Burry 
markets nationally. 

restaurants division 

The Company’s Magic Pan restaurants 
are attractive, unique dining facilities 
of special interest to those who 
seek continental-type cuisine 
at reasonable prices. 

Five new Magic Pans were opened 
during the year, each featuring 
a wide variety of appetizing crepe 
entrees and desserts. There are now 
seven wholly owned Magic Pan 
Creperies — three in San Francisco, 
and one each in Beverly Hills, 

Aspen, Denver, and Chicago. We 
are encouraged by the progress of 
this modest venture in the 
restaurant field. 


Leonard W. Steiger , Jr., Vice 
President and General Manager — 
Chemicals and Industrial Products , at 
the newly expanded chemicals plant 
in Antwerp , Belgium. 
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corporate staff 


The Groups and Divisions described 
on the previous pages provide greater 
autonomy and better management 
of our diversified business. 

With the new decentralized 
organization, it is the function 
of the corporate staff to establish 
policy, develop corporate-wide 
guidelines and controls, and provide 
to the corporation and the profit 
centers services that are either 
essentially or more efficiently corporate 
in nature. These staff services 
are organized under two Senior 
Vice Presidents — John D’Arcy, Jr., 
and W. Fenton Guinee. 

Photographs of the staff officers, 
whose responsibilities are largely 
apparent from their titles, 
are on these pages. 


W. Fenton Guinee, Senior Vice 
President — Finance and Planning; 
Richard D. Denison, Vice President 
and Treasurer; and Robert A. Bowen, 
Vice President and Controller. 
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John D’Arcy, Jr. (c.), Senior Vice 
President — Operations and Adminis¬ 
tration; with (l. to r.) Thomas B. 
Bartel, Vice President — Personnel; 
Sam H. Flint, Vice President — 
Distribution and Operations Research; 
Richard H. Glantz, Vice President — 
Operations; and Robert N. Thurston, 
Vice President — Corporate Affairs. 



William F. Debelak, Secretary; 

Royce S. Ramsland, Vice President — 
Purchasing; Loivell W. Michael, Vice 
President — Engineering; and 
Merrill E. Olsen, Vice President and 
General Counsel. 
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Last year we distributed with the 
Annual Report a copy of our 
Principles and Objectives. At a time 
when new standards of conduct and 
involvement are expected of 
corporations, one of our ten corporate 
objectives is worth repeating: 

“To be leaders in developing 
programs by which Quaker, our 
personnel, and the industries in 
which we are involved can contribute 
to social justice and to solutions 
of major public problems.” 

social progress 


Quaker and 
public responsibility 

• Support of minority business 
enterprises, including deposits in 
banks serving minority communities; 

• Extensive support for a wide 
range of youth programs; 

• A continuing nutrition education 
project for low-income homemakers; 

• Comprehensive efforts for 
environmental quality, directed and 
enforced by a corporate-wide 
Environmental Quality Committee; 

• Strong emphasis on equal 
employment opportunity, including 
the hiring of 241 disadvantaged 
unemployed; 


Beginning in 1968, the Executive 
Committee has formally approved and 
the Board of Directors has reviewed 
an annual “Social Progress Plan.” 

In fiscal 1971 activities implemented 
under this Plan included: 
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• A tutoring program for children 
with reading problems; 

• $100,000 support for “Sesame 
Street” programming; 

• Continued financial support to The 
Quaker Oats Foundation, which 
this year made grants of more 
than $500,000 to a wide variety of 
worthy purposes: 41 percent to 
education; 32 percent to urban 
affairs and social progress; 24 
percent to community funds; and 
three percent to civic affairs, 

arts and culture; 

• Extensive employee involvement in 
many areas of public service. 

The last point is perhaps the most 
significant. The Company encourages 
its employees to fulfill their own 
sense of public responsibility, and 
wherever possible provides 
opportunities to do this. The desire 
to work toward solutions of public 
problems, both big and little, 
is a characteristic of Quaker 
employees that gives the Company 
both pride and a sense of 
confidence for the future. 

Two other areas deserve 
specific comment. 

nutrition and value 

The Quaker Oats Company built its 
reputation on nutrition and value. 
Thus, increased public interest 
in these areas is welcomed. 


A comprehensive Quaker Nutrition 
Policy Statement was developed 
and approved by the Executive 
Committee during the 1971 fiscal 
year. It deals with the nutritional 
content of foods, product labeling, 
advertising and promotion of nutri¬ 
tional information, and nutritional 
education. We believe it is a 
sound approach to the consumer's 
interest in this complex area. 

Copies are available to shareholders 
on request. 

quality and safety 

The Company shares consumer 
concerns about quality and safety. 
This is the primary purpose of the 
Quaker Good Manufacturing Practices 
and Quality Assurance Programs 
in our food plants, and at Fisher- 
Price it is a primary foundation of 
the division's business and reputation. 

Quaker intends to continue to be 
a leader in public responsibility — 
not only because that is good for 
the public, but because it is also 
good for business. 
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five-year comparisons: 
selected financial data 
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consolidated balance sheet 


5tS 

June 30,1971 

June 30,1970 

current assets: 

thousands of dollars 

Cash 

$ 9,699 

$ 13,890 

Marketable securities, at cost which 
approximates market 

25,068 

29,162 

Receivables (less allowances of 
$1,718,000 and $1,030,000, respectively) 

62,387 

54,183 

Inventories, principally at the 
lower of average cost or market 

86,546 

79,419 

Prepaid expenses 

8,067 

3,728 

Current assets 

191,767 

180,382 

other receivables and investments, etc. 

3,823 

3,718 

property, plant and equipment, at cost: 



Land 

6,279 

5,141 

Buildings and improvements 

88,993 

77,808 

Machinery and equipment 

198,407 

176,987 


293,679 

259,936 

Less accumulated depreciation (including 
reserve for estimated losses on plant 
dispositions of $9,134,000 in 1971) 

95,208 

80,204 

Properties (net) 

198,471 

179,732 

intangible assets: 

Excess of cost over net assets 

of acquired businesses 

26,389 

23,182 

Patents, trade-marks, designs, etc., 

less amortization 

3,287 

4,305 


$423,737 

$391,319 

See accompanying notes to financial statements. 
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liabilities 

June 30,1971 

June 30,1970 

current liabilities: 

thousands of dollars 

Notes payable to banks 

$ 18,880 

$ 24,769 

Current maturities of long-term debt 

2,390 

11,077 

Accounts payable and accrued expenses 

52,050 

45,971 

Income taxes payable 

6,690 

5,591 

Dividends payable 

3,287 

3,073 

Current liabilities 

83,297 

90,481 

long-term debt, less current maturities: 



5%% notes, $8,750,000 due annually to 1974 

— 

26,250 

3Y2% notes, $2,000,000 due annually to 1977 

10,000 

12,000 

6 V 2 % note, $1,250,000 due annually 
from 1975 to 1994 

25,000 

25,000 

7.70% sinking fund debentures, $1,800,000 
due annually from 1977 to 2001 

50,000 

_ 

Obligations of foreign subsidiaries 

10,294 

4,698 

Long-term debt 

95,294 

67,948 

deferred income taxes 

15,404 

16,931 

shareholders' equity: 



Preferred, $50 par value, $3 cumulative 
convertible, authorized 168,931 shares; 
issued 163,199 shares 

8,160 

8,162 

Common, $5 par value, authorized 

22,500,000 shares; issued 12,878,007 
and 12,799,856 shares, respectively 

64,390 

63,999 

Additional paid-in capital 

1,710 

257 

Reinvested earnings 

162,805 

151,752 


237,065 

224,170 

Less treasury common stock, at cost 

7,323 

8,211 

Shareholders’ equity 

229,742 

215,959 


$423,737 

$391,319 
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consolidated statement of income and reinvested earnings 


year ended June 30 

1971 

1970 

revenues: 

thousands of dollars 

Net sales 

$678,732 

$597,652 

Other income —net 

1,152 

2,745 


679,884 

600,397 

costs and expenses: 

Cost of goods sold 

463,420 

399,426 

Selling, general and administrative expenses 

151,267 

140,986 

Interest expense 

6,556 

4,433 


621,243 

544,845 

income before income taxes 

58,641 

55,552 

Provision for income taxes 

28,576 

27,409 

income before extraordinary item 

30,065 

28,143 

Extraordinary (charge) credit 
(net of income taxes) 

(5,886) 

_ 

net income 

24,179 

28,143 


reinvested earnings 


Dividends: Preferred stock 

490 


490 

Common stock 

12,636 


11,737 

Earnings reinvested during the year 

11,053 


15,916 

Balance at beginning of year 

151,752 

139,567 

Transfer to common stock re stock split 

Excess of cost over par value of treasury 

— 


(3,731) 

preferred stock retired (95,489 shares) 

— 


— 

Balance at end of year 

$162,805 

$151,752 

per common share: (A) 
income before extraordinary item 

$ 2.34 

$ 

2.21 

Extraordinary (charge) credit 

(.47) 


— 

Net income 

$ 1.87 

$ 

2.21 

Dividends declared 

$ 1.00 

$ 

.94 


(A) Adjusted for stock splits. 

See accompanying notes to financial statements. 
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1969 

1968 

1967 

1966 

1965 

1964 

$553,879 

$547,194 

$555,133 

$498,358 

$461,288 

$433,461 

2,738 

956 

881 

432 

519 

103 

556,617 

548,150 

556,014 

498,790 

461,807 

433,564 

375,661 

382,419 

403,010 

358,178 

328,287 

316,971 

128,949 

121,565 

114,397 

103,048 

99,347 

84,582 

2,083 

2,315 

2,417 

1,950 

1,462 

1,291 

506,693 

506,299 

519,824 

463,176 

429,096 

402,844 

49,924 

41,851 

36,190 

35,614 

32,711 

30,720 

24,218 

20,528 

17,408 

18,042 

16,400 

16,499 

25,706 

21,323 

18,782 

17,572 

16,311 

14,221 

(1,092) 

_ 

898 

— 

— 

— 

24,614 

21,323 

19,680 

17,572 

16,311 

14,221 


495 

507 

528 

568 

581 


612 

10,704 

9,710 

8,868 

8,864 

8,822 


8,807 

13,415 

11,106 

10,284 

8,140 

6,908 


4,802 

129,996 

118,890 

108,606 

100,466 

93,558 


88,756 

(3,844) 

_ 



__ 


__ 

$139,567 

$129,996 

$118,890 

$108,606 

$100,466 

$ 93,558 

$ 2.04 

$ 1.72 

$ 1.51 

$ 1.41 

$ 1.31 

$ 

1.13 

( .09) 

— 

.07 

— 

— 


— 

$ 1.95 

$ 1.72 

$ 1.58 

$ 1.41 

$ 1.31 

$ 

1.13 

$ .87 

$ .80 

$ .73 

$ .73 

$ .73 

$ 

.73 
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consolidated statement of changes in financial position 


year ended June 30 

1971 

1970 

sources of working capital: 

thousands of dollars 

Operations: 

Income before extraordinary charge 

$30,065 

$28,143 

Depreciation (at straight-line rates) 

and amortization 

12,315 

9,089 

Deferred income taxes 

3,072 

2,673 

Total from Operations 

45,452 

39,905 

Extraordinary charge (portion of total provision 
of $5,886,000 for losses from plant closings 

requiring current use of working capital) 

(907) 

— 

Sale of 7.70% debentures 

50,000 

— 

Increase (decrease) in other 

long-term debt — net 

(22,654) 

49,392 

Sales of property, plant and equipment 

2,524 

2,630 

Common stock issued under stock option plans 

2,163 

4,140 

Other —net 

(207) 

700 

Total Provided 

76,371 

96,767 

uses of working capital: 

Additions to property, plant and equipment 

38,985 

31,438 

Cash dividends declared 

13,126 

12,227 

Excess of cost over working capital 

of companies acquired 

5,691 

43,442 

Total Used 

57,802 

87,107 

increase (decrease) in working capital 

$18,569 

$ 9,660 

consisting of: 

Cash and marketable securities 

$ (8,285) 

$ (8,996) 

Receivables —net 

8,204 

19,321 

Inventories 

7,127 

21,568 

Prepaid expenses 

4,339 

1,468 

Notes payable to banks 

5,889 

(14,783) 

Current maturities of long-term debt 

8,687 

(8,355) 

Other liabilities 

(7,392) 

(563) 

Net increase 

$18,569 

$ 9,660 


See accompanying notes to financial statements. 
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notes to financial statements 


consolidation 

The consolidated financial statements include The Quaker Oats Company and all 
its subsidiaries. The balance sheet at June 30, 1971 includes net assets of com¬ 
panies located in Canada ($15,564,000), Europe ($19,780,000) and Latin America 
and Pacific ($12,433,000). 

Foreign currency items have been translated to U.S. dollars at current exchange 
rates, except property, plant and equipment and related depreciation, which have 
been translated at rates in effect at time of acquisition. 

Fabrica de Chocolates La Azteca, S.A., Mexico was purchased on October 1, 
1970, for cash. Its income has been included from the date of acquisition. 

intangibles 

Excess of cost over net assets of acquired businesses represents the amount of 
cash paid in excess of the fair values of the net assets of such businesses. Such 
amounts of intangible assets are considered to represent continuing values and 
are not being amortized. 

income taxes 


Provision for income taxes on income before extraordinary item consists of: 



1971 

1970 

Currently payable — 

thousands of dollars 

Federal 

$20,943 

$21,719 

Investment tax (credit) 

(55) 

(734) 

Foreign 

2,418 

2,165 

State 

2,198 

1,586 

Deferred (related to depreciation) 

3,072 

2,673 


$28,576 

$27,409 


State income taxes were included in Selling, general and administrative expenses 
prior to 1971 and such taxes in those years have been reclassified for comparability. 

pension plans 

Pension expense totaled $4,809,000 for 1971 and $4,122,000 for 1970 under plans 
of the Company and its subsidiaries including as to the principal plans, amor¬ 
tization of prior service cost over 40 years. Pension expense is funded currently. 
Pension funds are in excess of the actuarially computed value of the vested benefits. 
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notes continued 


shareholders’ equity 

At June 30, 1971, 413,522 unissued shares of common stock and 17,922 shares of 
treasury common stock were reserved for issuance upon the exercise of outstanding 
stock options and an additional 9,651 unissued shares were available as of that date 
for granting additional options under the Company’s managerial stock option 
plans. Option prices range from $10.72 to $45.44 per share. During the year ended 
June 30, 1971, options covering 115,085 shares were granted, options for 89,114 
shares were exercised and options for 9,672 shares were terminated. 

Changes in Common stock, Additional paid-in capital, and Treasury common 
stock during the two years ended June 30, 1971 are summarized as follows: 


amounts in thousands of dollars (deduct) 



Additional 

Treasury 

Common stock 

paid-in 

capital 

common stock 

Shares Amount 

Shares Amount 


Balance at June 30, 1969 

8,423,793 

$42,119 

$15,688 

194,600 

$9,858 

Stock issued for 3 for 2 stock 
split of November 7, 1969 

4,211,896 

21,059 

(17,394) 

97,300 


Stock options exercised 

164,167 

821 

1,936 

(40,958) 

(1,383) 

Sale of common stock to 

trustee of profit sharing plan 



27 

(7,800) 

(264) 

Balance at June 30, 1970 

12,799,856 

63,999 

257 

243,142 

8,211 

Stock options exercised 

78,151 

391 

1,400 

(11,017) 

(372) 

Sale of common stock to 
trustee of profit sharing plan 



53 

(15,300) 

(516) 

Balance at June 30, 1971 

12,878,007 

$64,390 

$ 1,710 

216,825 

$7,323 


Each share of the $3 cumulative preferred stock is convertible at the holder’s 
option into 1.65 shares of common stock and after January 1, 1974, may be re¬ 
deemed by the Company at $58 per share. Preference stock of 1,500,000 shares 
without par value is authorized but unissued. 

Income per common share is based on 12,635,245 and 12,508,673 average shares 
outstanding during 1971 and 1970, respectively. Any dilution resulting from the 
exercise of stock options and conversion of preferred stock is not significant. 

Under the terms of the note agreements, $85,537,000 of reinvested earnings as 
of June 30, 1971, was not available for payment of cash dividends and/or certain 
other distributions to preferred and common shareholders, and minimum working 
capital of $65,000,000 must be maintained. 
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notes continued 


long-term debt 

The 7.70% debentures provide that on June 15, 1977 and each year thereafter the 
Company shall redeem $1,800,000, and may redeem up to an additional $1,800,000 
of debentures, both at 100% of principal amount. Debentures may be called at 
any time at prices decreasing from 107.7% of principal amount currently to 100% 
in 1996, except that until June 15, 1981 such redemption cannot be made from the 
proceeds of any refunding operation having an interest cost of less than 7.70% 
per annum. 

extraordinary charge 

The Company is in the process of closing and selling several plants. Provisions for 
estimated closing costs and losses to be incurred aggregated $11,208,000, which 
after reduction for related current tax benefits of $1,167,000 and deferred tax 
benefits of $4,155,000 resulted in a net extraordinary charge of $5,886,000. 


auditors’ report 

To the Shareholders of 
The Quaker Oats Company: 

We have examined the consolidated balance 
sheet of THE QUAKER OATS COMPANY 
(a New Jersey corporation) and subsidi¬ 
aries as of June 30, 1970, and June 30, 1971, 
and the related consolidated statements of 
income and reinvested earnings and changes 
in financial position for the years then 
ended. Our examination was made in ac¬ 
cordance with generally accepted auditing 
standards, and accordingly included such 
tests of the accounting records and such 
other auditing procedures as we considered 
necessary in the circumstances. The finan¬ 
cial statements for prior years, which are 
presented for comparative purposes, were 


examined and reported on by other public 
accountants. 

In our opinion, the accompanying con¬ 
solidated financial statements present fairly 
the financial position of The Quaker Oats 
Company and subsidiaries as of June 30, 
1970, and June 30, 1971, and the results of 
their operations and the changes in finan¬ 
cial position for the years then ended, in 
conformity with generally accepted account¬ 
ing principles consistently applied during 
the periods. 

ARTHUR ANDERSEN & CO. 
Chicago, Illinois, 

August 23, 1971 
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chief executive officer corporate staff officers 

Robert D. Stuart, Jr. operations and administration 

President 

John D’Arcy, Jr. 

Senior Vice President 


executive committee 


Robert D. Stuart, Jr. 

President 

John D’Arcy, Jr. 

Senior Vice President — 

Operations and Administration 

W. Fenton Guinee 
Senior Vice President — 

Finance and Planning 

Augustin S. Hart, Jr. 

Group Vice President — International 

Kenneth Mason 

Group Vice President — Grocery Products 

Archibald McClure 
Group Vice President — 

Industrial and Institutional 

Merrill E. Olsen 

Vice President and General Counsel 

Frank C. Schell, Jr. 

Group Vice President — 

Toys and Recreational Products 


Thomas B. Bartel 
Vice President — Personnel 

Sam H. Flint 
Vice President — 

Distribution and Operations Research 

Richard H. Glantz 
Vice President — Operations 

Lowell W. Michael 

Vice President — Engineering 

Royce S. Ramsland 

Vice President — Purchasing 

Robert N. Thurston 

Vice President — Corporate Affairs 

William F. Debelak 
Secretary 

Louis J. Mallardi 
Assistant Secretary 

Joann A. Pitcher 
Assistant Secretary 

Howard J. Thomas, Jr. 

Assistant Secretary 


finance and planning 

W. Fenton Guinee 
Senior Vice President 


Merrill E. Olsen 

Vice President and General Counsel 

Robert A. Bowen 

Vice President and Controller 

Richard D. Denison 
Vice President and Treasurer 

Herbert E. Trenning 
Assistant Treasurer 


34 







group management 


grocery products 

Kenneth Mason 
Group Vice President 


Lawrence C. Burns 

Vice President and General Manager — 

Pet Foods 

Henry T. Chandler 

Vice President — Sales and Distribution 

Samuel T. Gentles 

Vice President and General Manager — 

Frozen Foods, Mixes and Com Products 

H. Edward Miskiman 

President — The Quaker Oats Company 

of Canada Limited 

Robert 0. Nesheim 
Vice President — 

Research and Development 

William D. Smithburg 
General Manager — Cereals 


international grocery products 

Augustin S. Hart, Jr. 

Group Vice President 


Anthony J. Dimino, Vice President — 
Mexico; and Managing Director 
Fabrica de Chocolates La Azteca, 

S.A.de C. V. 

Mexico City, Mexico 

Ronald G. Lagden 
Managing Director — 

Quaker Oats Limited, United Kingdom 

A. V. Bauer, General Manager 
Productos Quaker , C. A. 

Valencia, Venezuela 

A. G. Davis, President and 
General Manager 
Productos Quaker , S. A. 

Cali, Colombia 

Per Lorenzen, Managing Director 
OTA A/S 

Copenhagen, Denmark 

W. E. McCormick, General Manager 
Elaboradora Argentina de Cereales, S. A. 
Buenos Aires, Argentina 


toys and recreational products 

Frank C. Schell, Jr. 

Group Vice President 


Henry H. Coords 
President — Fisher-Price Toys 


industrial and institutional products 

Archibald McClure 
Group Vice President 


Frederick D. Montgomery 

Vice President and General Manager — 

Restaurants 

Alan R. Ryan 
General Manager — 

Burry and Institutional Products 

Leonard W. Steiger, Jr. 

Vice President and General Manager — 
Chemicals and Industrial Products 


Hector Pedraza, General Manager 
Quaker de Centroamerica 
Nicaragua, Central America 

W. A. Ross, Managing Director 
Quaker Products Australia Limited 
Melbourne, Victoria, Australia 

D. C. Tymeson, General Manager 
Produtos Alimenticio8 Quaker, S. A. 
Sao Paulo, Brazil 

T. Zaaijer, Managing Director 
Quaker Oats — Graanproducten, N . V . 
The Netherlands 
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Robert D. Stuart, Jr. 

President and Chief Executive Officer 

Silas S. Cathcart 

President, Illinois Tool Works, Inc . 

Chicago , Illinois 

John D’Arcy, Jr. 

Senior Vice President — 

Operations and Administration 

board of directors Colin S. Gordon 

Retired Vice Chairman of the Board 

W. Fenton Guinee 
Senior Vice President — 

Finance and Planning 

Richard D. Harrison 
President and Chief Executive Officer 
The Fleming Co., Incorporated 
Oklahoma City, Oklahoma 

Augustin S. Hart, Jr. 

Group Vice President — International 

James H. Hilton 
Former President 
Iowa State University 

Lawrence A. Kimpton 
Retired Vice President and Director 
Standard Oil Company (Indiana), and 
Former Chancellor 
University of Chicago 

Kenneth Mason 

Group Vice President — Grocery Products 

Archibald McClure 
Group Vice President — 

Industrial and Institutional 

Donald E. Meads 

Chairman, International Basic 

Economy Corporation, New York, New York 

Merrill E. Olsen 

Vice President and General Counsel 

Frank C. Schell, Jr. 

Group Vice President — 

Toys and Recreational Products 

Gilbert H. Scribner, Jr. 

President, Scribner & Co. 

Chicago, Illinois 

Arthur M. Wood 

President, Sears, Roebuck and Co. 

Chicago, Illinois 
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corporate headquarters: 

Merchandise Mart Plaza, Chicago, Illinois 60654 

transfer agents: 

The Northern Trust Company 
Chicago, Illinois 60690 

The Chase Manhattan Bank 
New York, New York 10015 

registrars: 

Continental Illinois National 
Bank and Trust Company 
of Chicago 

Chicago, Illinois 60690 

Bankers Trust Company 
New York, New York 10017 

dividends: 

Disbursed directly by 
The Quaker Oats Company 
Office of the Secretary 
Chicago, Illinois 60654 

shares listed: 

New York Stock Exchange 
Midwest Stock Exchange 

Ticker Symbol: OAT 

annual meeting: 

Shareholders are cordially invited to 
attend the Annual Meeting, which will be 
held at 9:00 a.m., Wednesday, November 17, 
1971, in the Assembly Room, Sixth Floor, 
The Northern Trust Company, 

50 South La Salle Street, Chicago, Illinois. 
A notice of this meeting, together with 
the form of proxy and proxy statement, 
will be mailed to shareholders on or about 
September 24, 1971, at which time proxies 
will be solicited by management. 
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